ved, the 
) items to 
countries 
list now 

hosiery, 
ings have 
etroleum, 
nand for 
eds from 
ed. The 
ng dollar 
event the 


, N. Y, 


on Janv- 
exchange 
rchase of 


the total 


previous 


nate Ex. 
Fund for 


pinion. 
m. the 
of the 


ept in 
be ob- 


INTERNATIONAL B 
Financial News Survey °“ 


Volume III, No. 27 


INTERNATIONAL MONETARY FUND 


January 19, 1951 


Mexico’s New Monetary and Fiscal Measures 


As a result of the increasing dollar inflow into Mexico, 
which has raised exchange reserves to $338 million, the 
Mexican Government has taken the following anti-infla- 
tionary measures. As of January 12, 1951, whenever 
bank deposits exceed ten times the capital of a bank any 
excess will be deposited in the Bank of Mexico for steril- 
ization. However, the Bank of Mexico will rediscount 
for private banks short-term loans to finance imports 
required by industry and agriculture, and the Nacional 
Financiera will rediscount for private banks credits for 
machinery and equipment imports for terms exceeding 
one year. Credits for government agencies and official 
corporations will also be opened by the Bank of Mexico 
and Nacional Financiera to finance the imports required 
to carry on their development programs. 

Since several Mexican banking institutions have been 
increasing their resources through rediscounts with for- 
eign banks, the Mexican Government, through the Bank 
of Mexico and the National Banking Commission, will 
in future require consultation before operations of this 
kind are undertaken. 

The President of the Republic has stated his intention 
to maintain a balanced budget, to maintain the internal 
public debt at the present level, to promote and channel 
national savings to productive investments, and to reduce 
the interest rate on government bonds from 6 per cent 


Europe 


Sterling Area Monetary Reserves 


The U.K. monetary reserves rose by $544 million in 
the last quarter of 1950, to a postwar high of $3,300 mil- 
lion. The Treasury has stated that probably more than 
one third of the genuine surplus of nearly $400 million 
in the past quarter was due to an inflow of funds in 
anticipation of future commercial needs. Some of these 
funds, which flowed in during October, were used in 
November and December, and it is understood that in 
these last two months the actual rate of gain of gold 
and dollars was below that of the previous two quarters. 

In 1950 the sterling area had a net gold and dollar 
surplus of $805 million, compared with the 1949 deficit 
of over $1,500 million. Roughly two fifths of the im- 
provement in 1950 was attributable to reductions in 
sterling-area dollar expenditure, one third to increased 


to S per cent. Nacional Financiera bonds will also carry 
interest at 5 per cent, from now on. 

The Government has also announced its intention of 
limiting foreign borrowing to credits for the importation 
of machinery, equipment, and raw materials. The mint 
will continue to put into circulation five peso silver coins 
which are currently hoarded by the public, thus decreas- 
ing the money supply; and dollar reserves will be con- 
verted into gold to be freely sold in the country, further 
reducing the money supply. The lessening of import 
restrictions and the adequate administration of the new 
foreign trade taxes are intended to increase the supply 
of goods, give adequate protection to domestic industry, 
make the prices of domestic goods equal to those of 
foreign goods plus the import tax, and increase govern- 
ment receipts through increased import taxes on luxuries. 

An emergency law passed by the Senate in December 
authorized the Executive to impose maximum retail and 
wholesale prices, provided a reasonable profit is allowed, 
to freeze prices at the levels of an earlier period, to force 
the sale of merchandise at prices not exceeding the au- 
thorized maximum prices, to determine the distribution 
of scarce goods by rationing and establishing priorities, 
and to allocate raw materials and merchandise. 

Sources: El Mercado de Valores, December 25, 1950, 
and El Nacional, January 12, 1951, Mexico, D.F. 


earnings, and the remainder to various other factors. Ap- 
proximately half of the improvement was on U.K. account. 


Gold and ECA and Gold and 
dollar other aid Total dollar 
surplus received surplus reserves, 
end of ° 
period 
(million dollars) 
1949 
2nd quarter —631 +370 — 261 1,651 
8rd quarter —539 +313 — 226 1,425 
4th quarter — $1 +294 +263 1,688 
1950 
1st quarter + 40 +256 +296 1,984 
2nd quarter +180 +258 +438 2,422 
8rd quarter +187 +147 +334 2,756 
4th quarter +398 +146 +544 3,300 


In a statement to the press the Chancellor of the Ex- 
chequer gave several reasons why the position in 1951 
was likely to be less favorable than in 1950: ECA aid to 
the United Kingdom had been suspended; rearmament 
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and price increases would result in higher dollar spend- 
ings for imports from the dollar area; the anticipatory 
inflow of funds in 1950 would result in smaller dollar 
receipts in the coming months; and the first installment 
of interest and principal on the U.S. and Canadian lines 
of credit would require some $170 million at the end of 
the present year. The Chancellor stated that under these 
circumstances there could be no question of any major 
relaxation of controls over Britain’s dollar imports, and 
the dollar export drive must be maintained. 


Source: The Times, London, England, January 11, 1951. 















































Bank of France Operations in 1950 


‘ A comparison between the balance sheet of the Bank 
of France for the end of 1949 and the end of 1950 illus- 
trates the impact on monetary developments of the main 
operations of the Bank of France in 1950. Note circula- 
tion, which had risen 291 billion francs, or 30 per cent, 
in 1949, rose 282 billion francs, or 22 per cent, in 
1950—to 1,560 billion francs on December 29. Private 
deposits with the Bank of France did not increase in 1950. 

The increase in note circulation was the major factor 
responsible for the increase in the money supply; although 
total deposits with the banking system at the end of the 
year are not yet known, the increase in private deposits 
during the fourth quarter is estimated at about 60 billion 
francs, so that the total increase for the year was prob- 
ably less than 80 billion francs, against an increase of 
180 billion francs in 1949. The money supply (note 
circulation plus deposits) is estimated provisionally at 
3,100 billion francs at the end of 1950, against 2,713 
billion francs at the end of 1949 and 2,168 billion francs 
at the end of 1948. 

The outstanding change in Bank of France assets was 
the increase of 100 billion francs in foreign assets which, 
since October 1950, include also France’s EPU credit. 
The increase of 130 billion francs in the gold stock of 
the Bank of France is only an accounting increase result- 
ing from the revaluation of gold in August 1950 (see 
this News Survey, Vol. III, p. 67). 

Business credit by the Bank of France (rediscounts) 
increased only 17 per cent (from 369 billion francs to 
432 billion francs), compared with 47 per cent in 1949, 
although credit restrictions were relaxed in 1950. 

Provisional advances to the Government totaled 159 
billion francs; the increase over the level at the end of 
1949 was less than 1 billion francs. There was no change 
in open-market operations. Part of the increase in “Bank 
of France Advances to the Stabilization Fund” (from 43 
billion francs at the end of 1949 to 131 billion francs at 
the end of 1950) probably meant in fact increased ad- 
vances to the Treasury, as advances of this kind were 
granted in connection with special loans from Swiss banks 
at the end of 1949 and from American banks in August 
1950 (see this News Survey, Vol. III, p. 59). Counting 
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the whole of the increase in “Advances to the Stabilization 
Fund” as government credit, the increase in government 
credit in 1950 appears to be 20 billion francs. When the 
revaluation of the gold stock is taken into account, the 
increase in government credit in 1950, which would be 
comparable to the increase of 94 billion francs in 1949, 
is 87 billion francs. The amount of resources actually 
placed at the disposal of the Treasury was, however, 
probably less than 50 billion francs, since a significant 
fraction of “Advances to the Stabilization Fund” repre 
sents an increase in the Fund’s foreign assets. 


Sources: Agence Economique et Financiére, January 5, 
1951, and Le Monde, January 9, 1951, Paris, 


France. 


Wage Increases in Belgium 


The drive for lower prices in Belgium, launched on 
October 23 to avoid an upward adjustment of wages (see 
this News Survey, Vol. III, p. 190), aimed at a 5 per cent 
decrease in retail prices by December 20. Pending the 
result of the price drive, all wage increases were held 
up. Since, however, the price decrease amounted to 
only 3 per cent by December 20, wage readjustments 
became necessary. 

In those industries which do not have a sliding-scale 
wage agreement, a compensation bonus for the Septem- 
ber-December period was established at Bfr 600 for adult 
male workers, Bfr 500 for adult women, and somewhat 
lower rates for younger workers. It was further recom- 
mended that sliding-scale agreements be arranged in 
those industries. 

Where sliding-scale arrangements already existed, all 
wage increases which had been held up since October 23 
will now operate. They will amount to some 5 per cent 
for November and December; however, increases will not 
be retroactive for workers who have received the com- 
pensation bonus. 

Sources: The Financial Times, London, England, Decem- 
ber 29, 1950; La Libre Belgique, Brussels, Bel- 
gium, December 30, 1950. 


Norway’s Balance of Payments 


The Norwegian balance of payments deficit for 1950 
is estimated at NKr 1,128 million (US$158 million). 
The deficit is NKr 332 million less than in 1949, and 
NKr 260 million less than forecast in the national budget 
for 1950. Most of the deficit is financed by direct ECA 
aid and by drawings on EPU. During the first six 
months of EPU operations, Norway had a deficit of 
51.1 million EPU units (NKr 365 million) with EPU 
countries. (One EPU unit is currently equal to 1 U.S. 
dollar.) This deficit was covered by use of the initial 
credit balance of 60 million EPU units. 


Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, January 11 and 13, 1951. 
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Economic Developments in Sweden 


The Swedish budget for the fiscal year 1951-52 in- 
cludes current expenditures of SKr 5,367 million 
(US$1.04 billion), which is SKr 529 million more than 
provided in the 1950-51 budget. Current receipts are 
estimated at SKr 5,708 million (US$1.10 billion), an 
increase of SKr 698 million over receipts in the current 
fiscal year. The new budget has not taken expected 
wage increases into account. 

Defense expenditures are budgeted at SKr 1,051 mil- 
lion, with an additional SKr 72 million in the capital 
budget. If transferable appropriations from the current 
fiscal year are included, total expenditures for defense 
during 1951-52 will amount to SKr 1,212 million (US$243 
million), which is the largest peacetime expenditure for 
Swedish defense. 

The Minister of Finance has estimated that gross na- 
tional product in 195] will increase by 3 per cent, 
SKr 1 billion, at constant prices; the increase during 
1950 was 5 per cent. Private consumption, measured at 
constant prices, is expected to be some SKr 350 million 
in 1951, or 2 per cent higher than in 1950. Disposable 
private income will increase by SKr 2.6 billion, or 12-13 
per cent; taxes are expected to absorb 25 per cent of 


the increase, and retail prices to be 8-9 per cent higher 
than in 1950. 


The volume of imports is expected to increase by 
5 per cent, and average import prices by 21 per cent; the 
total increase in the value of imports will be SKr 1,700 


million. The volume of exports also is expected to 
increase by 5 per cent, export prices by 23 per cent, 
and the total value of exports by SKr 1,650 million. On 
this assumption regarding export and import prices, the 
terms of trade will be improved by about 2 per cent. It is 
estimated that the balance of payments in 1951 will be 
in equilibrium. 

Savings in 1951 are estimated to be the same as in 
1950. During the last half of 1950, savings declined. 
According to the National Budget Commission, the main- 
tenance of the present value of the krona is a major 
requirement for halting the decline in savings. Measures 
proposed for maintaining that value include limiting in- 
vestments to available resources, maintaining direct con- 
trol of building, holding the volume of building at pres- 
ent levels, and continuing a restrictive credit policy. A 
new investment tax will be proposed later, and price 
control will be tightened. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, January 11, 1951. 


Spanish Note Circulation 


By Decree-Law of December 18, 1950, the ceiling for 
the note circulation of the Bank of Spain, which had 
on October 3, 1950 been raised by 2 billion pesetas to 
30 billion, was further increased to 35 billion. The 


decree also authorizes the Council of Ministers, upon 

the recommendation of the Minister of Finance, to make 

additional increases. 

Source: Decree-Law of the Spanish Government, Madrid, 
Spain, December 18, 1950. 


German Labor Demands for “Co-Partnerships” 


Informal discussions have taken place recently -be- 
tween West German industrialists and trade union repre- 
sentatives in an effort to avert the strike of 230,000 steel 
workers that is threatened in iron and steel plants on 
February 1 unless a settlement of the workers’ claim for 
a share in the management of the iron and steel industry 
is reached by January 31. Also, 570,000 miners have 
been called upon by the trade unions to ballot between 
January 17 and 19 for a strike in the coal, potash, and 
salt mines, for a similar reason. On the other hand, 
employers in the engineering and other steel manufac- 
turing branches are expected to give provisional notice 
to their workers as soon as a cessation of iron and steel 
supplies appears likely. No wage disputes are involved, 
but only labor demands for “co-partnership in manage- 
ment” (Mitbestimmungsrecht) . 

A bill for the reform of relations between labor and 
management, submitted to Parliament in September 1950, 
does not satisfy the demands of the trade unions for half 
of the seats on every board of directors. The draft bill 
grants only one third of the seats, and restricts the list 
of candidates to employees of the particular firm subject 
to the co-partnership system. Furthermore, in each firm 
employing 100 people or more the unions want mixed 
committees of labor and management. These committees 
would decide questions of basic policy, such as changes 
in the manufacturing program, curtailment of produc- 
tion, mergers with other firms, and extensive capital 
investments. In disputes, the final decision would rest 
with the board of directors. 

Source: The Financial Times, London, England, Janu- 
ary 10, 1951. 


German Coal Shortage 


A 12 per cent decrease in the steel output of Western 
Germany in December is attributed to a shortage of coal 
and coke. A black market for domestic fuel has de- 
veloped with prices 100 per cent higher than regular 
market prices. The federal railroads have reduced their 
train service, and the Bremen power station has re- 
ported that stocks are down to one day’s supply. The 
household use of gas and electricity is being restricted 
during certain hours. 

The coal shortage has arisen despite increased pro- 
duction. Coal output in 1950 was 111 million tons, 
about 7 per cent higher than during the previous year. 
A somewhat larger increase of supply was needed, how- 
ever, because of the simultaneous increase of 33 per cent 
in industrial production. 
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The export quota for the current month is 2,250,000 
tons (about the same quantity as was exported in January 
1950, but now representing a smaller percentage of total 
output). Since 350,000 tons have recently been trans- 
ferred from this month’s quota to that of the next two 
months (February and March), the export allocation 
for January has actually been reduced to 1,900,000 tons. 

German coal experts regard this arrangement as un- 
satisfactory, pointing out that German domestic needs 
should have the same kind of priority in coal allocations 
as the domestic needs of other Western European coun- 
tries. For the first quarter of 1951, it is stated, the coal 
export quotas for these Western European countries have 
been reduced on the average to a level 35 per cent below 
their quotas for the last quarter of 1950. The British 
quota was cut from 2.68 million tons to 1 million tons; 
the French quota from 2.49 million to 1.57 million; and 
the Belgian quota from 1.33 million to 1.02 million. 
Sources: The Financial Times, London, England, Janu- 

ary 8, 1951; Neue Ziircher Zeitung, Ziirich, 
Switzerland, January 10 and 11, 1951. 


Reduction of Prices in Poland 


Poland’s Council of Ministers, in a resolution of Decem- 
ber 30, 1950, reduced the prices of some goods, the re- 
duction to become effective January 1, 1951. This re- 
duction is said to have been made possible by a decrease 
in production and distribution costs as a result of the 
monetary reform of October 3l-November 5, 1950 (see 
this News Survey, Vol. III, p. 142) and by further limita- 
tions imposed on capitalist elements in the country. 

Prices of certain kinds of fats and meats were reduced 
by 5 to 10 per cent, soap by 10 per cent, footwear by 
5.5 to 20 per cent, electro-technical and metal goods by 
18 to 30 per cent, and window glass by 30 per cent. 
The impact of these price reductions on the cost of 
living index has not been indicated. Prices of a wide 
range of capital goods, including machines and railway 
cars, were reduced by 10 to 30 per cent. 

Source: Polish Research and Information Service, 


Biuletyn, New York, N.Y., January 9, 1951. 


Middle East 


Egyptian Stock Market 


In a report to Egypt’s Minister of Finance, the Presi- 
dent of the Cairo Stock Exchange notes that while cotton 
prices, living costs, and industrial profits have been 
rising in Egypt since September 1949, there has been a 
general dullness in the Stock Exchange. He attributes 
‘his dullness to (1) the apprehensions of the foreign 
communities in Egypt, particularly since the war in Pales- 
tine, and their lack of interest in new investments; (2) 
the defects of the fiscal system which weighs heavily on 
commerce and industry and favors agriculture; (3) the 
restrictions imposed by the company laws; (4) the freez- 
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ing of the Egyptian sterling balances; and (5) the lack 
of interest of credit institutions. He deplores the fag 
that a large part of the country’s savings are being 
hoarded, and points out that, in spite of the increase 
in national production and income, investment in jp. 
dustry in 1949 amounted to only LE 92 million, com. 
pared with LE 117 million in 1932 (LE1 = US$2.87). 
He finally suggests the following remedies: (1) a general 
effort to induce nationals to invest in the Stock Exchange; 
(2) government aid to large industries and transport com. 
panies; (3) an official assurance to the foreign com. 
munities that their interests will be safeguarded; (4) re. 
form of the fiscal system; (5) the creation, with the co. 
operation of brokers, of a “stabilization fund” for open 
market operations in certain gilt-edged securities; (6) 
prohibition of the local liquidation of Egyptian stocks 
purchased abroad at low prices and imported with the 
consent of the Exchange Control. 

Source: La Revue d’Egypte Economique et Financiere, 

Cairo, Egypt, December 9, 1950. 


Belgian Loan to Israel 

A $6 million loan has been extended by a group of 
four Belgian banks to the Jewish National Fund. The 
loan is for five years, with interest at 444 per cent. It 
‘will be used for the import of machinery, industrial prod- 
ucts, and other essential requirements. 
Source: Israel Economic Horizons, New York, N. Y., 

December 1950. 


Industrial Production in Turkey 


A new plant for manufacturing electric bulbs will go 
into production in early 1951 in Istanbul. The plant, 
which has a capacity to produce 6 million bulbs a year, 
will have an export surplus after meeting the current 
domestic requirements. Sixty per cent of the plant's 
capital of $1,773,000 was subscribed by the General 
Electric Company, 25 per cent by the Ish Bank of 
Turkey, and 15 per cent by a private Turkish firm. The 
new plant will be enlarged gradually during the next 
three years to provide for the manufacture of radio 
sets, refrigerators, washing machines, vacuum cleaners, 
and other electrical appliances. 

From ECA counterpart funds, LT7 million (about 
US$2.5 million) has been released to finance the expan- 
sion of two privately-owned cement plants. This is the 
first release from counterpart funds for use by private 
enterprise. As a result of the planned expansion, cement 
production in Turkey will be doubled. 

Source: Turkish Information Office, News from Turkey, 
New York, N. Y., December 28, 1950. 


Far East 


Indian Tea Exports 
A report in Indian Trade and Industry indicates that 
India’s tea exports in 1950-51 may total about 477 million 
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pounds, an increase of about 17 million pounds from the 
previous year. A large percentage of the exports is 
expected to go to the United States, which in 1949-50 
imported 37 million pounds of tea from India. Produc- 
tion is estimated at 600 million pounds, a rise of nearly 
100 million pounds over the 1949-50 output. 
Source: Records and Statistics, Supplement to The Eco- 
nomist, London, England, December 30, 1950. 


Pakistan’s Foreign Exchange Regulations 
To check speculative bookings of forward exchange, 
the State Bank of Pakistan, prior to December 5, 1950, 
had required, for forward sales of exchange, the estab- 
lishment of an irrevocable letter of credit and a deposit 
against that letter of 35 per cent for licensed imports 
and 75 per cent for imports under open general license. 
On December 5, the deposit margin was reduced to 
20 per cent for licensed imports and to 50 per cent for 
goods under open general license. For imports of indus- 
trial machinery, the exemption from deposit margin re- 
quirements was continued. The deposit margin on iron 
and steel imports was reduced from 50 per cent to 30 per 
cent. Exchange applications to the State Bank for im- 
ports exempted or partially exempted from deposit 
margin requirements must be supported by a letter from 
the appropriate ministry of the central government. 
Source: Karachi Commerce, Karachi, Pakistan, Novem- 
ber 18, 1950. 
Pakistan’s Export Duties 
The export duty on raw cotton in Pakistan has been 
raised from Rs 180 to Rs 300 (Rs3.32 — US$1). A 
25 per cent ad valorem duty has been imposed on raw 
wool exports. 
Source: Department of Commercial Intelligence and Sta- 
tistics, Trade Promotion News, Karachi, Pakis- 
tan, December 15, 1950. 


(eylon’s Foreign Trade 

Ceylon’s foreign trade in the first nine months of 1950 
showed a continued excess of exports. Net dollar earn- 
ings were more than US$40 million. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., January 8, 1951. 


China's Freezing of U.S. Assets 


The following regulations for the control of U.S. assets 
in China were issued in Peking on December 28, to 
become effective as of that date: (1) All properties within 
the territory of the Chinese People’s Republic which 
belong to the American Government and American enter- 
prises will be put under the control of the local People’s 
Government. (2) These properties cannot be transferred 
or disposed of without the approval of the People’s Gov- 
ernment in the main administrative areas. Owners or 
administrators must protect the properties and in no way 


damage them. (3) All public and private U.S. assets 


deposited in banks within the territory are to be frozen. 
(4) Expenses for maintaining legitimate business opera- 
tions and personnel can be made only with the approval 
of the local People’s Government. (5) The amount of 
funds to be used will be fixed separately by the Financial 
and Economic Committee of the Government Administra- 
tion Council. 

Source: Far East Trader, New York, N. Y., January 10, 

1951. 


Suspension of Gold Certificate Sales in Taiwan 
To prevent gold outflow and speculation, the Bank of 
Taiwan announced on December 27 the suspension of 
sales of gold certificates, which entitled buyers to take 
delivery of the precious metal ten days after purchase. 
The day after the suspension of gold certificates sales, 
the free market rate of the U.S. dollar rose from NTY 13 
to a new high of NTY 15, and the price of gold rose 
to NTY 570 per ounce. (The exchange certificate rate 
is still NTY 10.25 for US$1.) 
Sources: The Central Daily News of Taiwan, December 
28, 1950, and Far East Trader, January 10, 
1951, New York, N. Y. 


Other Publications of the International 
Monetary Fund 


STAFF PAPERS 


The subjects covered in this Fund 
vary widely in scope. They include suc 
as aspects of multiple exchange rates, the ruble 
exchange rate, studies of inflation, and effects of 
devaluation on prices of raw materials. Two num- 
bers have been published thus far. 

Volume I will consist of three numbers; subscrip- 
tion, $3.50. Single number, $1.50. 


ublication 
subjects 


BALANCE OF PAYMENTS YEARBOOK 
1948 
AND PRELIMINARY 1949 


This second Yearbook contains balance of pay- 
ments statements for 58 countries and for Europe 
and Latin America. The first Yearbook, published 
in 1949, covers 51 countries and Europe and Latin 
America. The data in both publications are com- 
piled in such a way as to facilitate country-by- 
country comparisons. 

Price for each Yearbook: $5.00 for library buck- 
ram bound volume and $4.00 for paper bound volume. 


INTERNATIONAL FINANCIAL STATISTICS 


Statistics on all aspects of international finance 
for most of the countries in the world are contained 
in this publication. It is available monthly by 
subscription, and will be sent by either regular mail 
or air mail throughout the world. For rapid de- 
livery to European subscribers, each issue is printed 


in Paris as well as in ae inti $5.00 
ubscription, $5.00. 


About 200 pages, monthly. 
* ~ 


Subscriptions for all above publications may be 
paid at approximately equivalent prices in currencies 
of most countries. 

INTERNATIONAL MONETARY FUND 
1818 H St., N.W. Washington 25, D.C. 





United States and Canada 


U.S. Economic Report and Budget Estimates 

In his fifth annual Economic Report to the Congress, 
President Truman outlined the measures which must be 
taken to meet the problems of national defense. For the 
fiscal years 1951 and 1952, new obligations for national 
security—which is defined to include the military forces, 
aid to foreign nations, atomic energy, stockpiling, and 
related items—will probably total more than $140 bil- 
lion. Actual expenditures for national security are now 
running at an annual rate of over $20 billion, and rep- 
resent about 7 per cent of the gross national output; by 
the end of calendar 1951 they are expected to be at a 
rate between $45 billion and $55 billion, or about 18 
per cent of gross national output. (At the peak of 
World War II, defense expenditures rose to about 45 
per cent of national output.) 

To prepare the economy for this effort, government 
policies should be directed to assuring that industrial 
capacity, agricultural production, manpower, health 
services, and education are all expanded. (For example, 
at least an additional 8 per cent of the labor force will 
need to be diverted for military and defense production 
purposes during 1951; steel production should rise more 
than 16 per cent in the next three or four years.) These 
policies will include control over the distribution of 
scarce materials and equipment, providing incentives 
for industrial expansion, the development of new sources 
of raw materials, the training of new workers not now 
in the labor force, and the solution of housing and other 
problems faced by defense workers. 

The President pointed out that past performance indi- 
cates the ability of the economy to support the new 
effort. Between 1940 and 1950, the volume of total out- 
put increased more than 50 per cent; steel capacity rose 
20 per cent; oil refining, 40 per cent; and electric power, 
70 per cent. Farm production increased 25 per cent, 
and civilian employment rose by 13 million persons. The 
rate of expansion in industrial production will not be so 
rapid as during World War II, because the utilization of 
resources at present is greater than at the beginning of 
that war. However, total industrial output has reached 
approximately the 1944 peak, even with much shorter 
hours and less strain upon facilities. Thus, with the 
same degree of mobilization as during World War II, 
both total output and the production of defense items 
would be much greater. 

To avoid mounting inflationary pressures, the Govern- 
ment has taken several measures, some of which, how- 
ever, need further reinforcement. Taxes have been raised 
since the middle of 1950, but much larger increases in 
both individual and corporate taxes are necessary in 
order to finance the defense effort on a “pay-as-we-go” 
basis. (According to budget estimates, the gap to be 
filled will amount to about $16.5 billion.) Controls 
over the use of business and consumer credit have helped 
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to hold down inflation, and these may be changed as the 
defense program is clarified. The Report points oy 
that direct price and wage controls will also be needed 
to prevent an upward wage-price spiral. To assure the 
availability of critical materials, cooperative international 
action is needed to extend necessary trade controls, 
coupled with a reduction of unnecessary trade barriers, 
Details of the U.S. international economic programs will 
be submitted to the Congress later. 

While the Government is taking the lead in basic 
economic planning, all groups in the nation should par. 
ticipate in the plans, and cooperative effort and sacrifice 
will be needed to realize the goals. Longer hours of 
work and self-restraint in prices, wages, and spending 
must be accepted equally by all groups. 

The President’s Budget Message to the Congress on 
January 15 provided specific estimates of the cost of 
federal government activities recommended in the 
Economic Report. 


U.S. BUDGET 


Fiscal Fiscal Fiscal 
1950, 1951, 1952, 
actual estimated estimated 
(billion dollars) 
Expenditures 
Military services 12.3 21.0 41.4 
International security and 
foreign relations 4.8 4.7 7.5 
Veterans services and 
benefits 6.6 5.7 49 
Aid and development of 
agriculture, natural re- 
sources, finance, com- 
merce, industry, trans- 
portation, and communi- 
cation 6.3 
Social security, welfare, 
health 2.2 
Interest on public debt 5.8 
All other 2.2 


Total 40.2 


Receipts (under existing legislation) 
Personal income taxes 17.4 
Corporation taxes 10.9 
Excises 7.6 
Customs 0.4 
Employment taxes 2.9 
Other receipts and 

refunds 2.2 


Total 37.0 44.5 55.1 

Sources: The Economic Report of the President, Trans 
mitted to the Congress, January 12, 1951, and 
The Budget of the U.S. Government for the 
Fiscal Year Ending June 30, 1952, January 
1951, Washington, D.C. 


U.S. Defense Program 
The National Production Authority (NPA) has taken 
steps to assure the availability of rubber and wood for 
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defense purposes. In an order effective December 29, 

1950, it has ruled that, in future, only the General Serv- 

ices Administration (GSA) may import crude natural 

rubber or rubber latex, except where specific authoriz- 
ation is given to other persons by the GSA administrator. 

The Munitions Board has announced that it will begin 
purchasing wool for the national stockpile as soon as the 
U.S. Army completes its current purchase program of 
$100 million worth of wool and wool cloth. The extent 
of purchases for the stockpile has not been disclosed. 

It has been forecast that the armed forces in 1951 will 
spend more than $4.5 billion for tanks and automotive 
equipment, more than in any year of World War II. 
The dollar value of awards for this equipment in the past 
six months, estimated at more than $3 billion, is already 
larger than the total of all orders placed during the first 
year of World War II. 

The NPA has imposed a ban upon the construction of 
buildings for retail trade and service purposes costing 
more than $5,000, effective January 13. Authorization 
to build private commercial structures will be granted 
only if the applicant can show that a new building (1) 
will further the defense effort, (2) is essential to public 
health, welfare, or safety, or (3) will alleviate or prevent 
hardship to a particular community. The order covers 
all retail outlets, such as shopping centers, banks, office 
buildings, tourist facilities, service stations, and restau- 
rants. Exemptions from the order are provided for the 
construction of wholesale food and fuel outlets and for 
storage or warehouse buildings used by manufacturers 
or processors. 

The Federal Reserve Board’s Regulation X, restricting 
real estate credit on one and two-family homes, has been 
amended, effective January 12, to cover three and four- 
family residences. Maximum credit under the amend- 
ment will range from 83 per cent of the value for units 
averaging under $7,000 per family to 50 per cent of the 
value for units averaging over $23,500 per family. 

Regulation X applies only to nongovernment aided 
loans. To curb multi-family mortgage credit on govern- 
ment aided loans, the Federal Housing Administration 
and the Veterans Administration have issued similar 
restrictions. 

Sources: Department of Commerce, Press Release, De- 
cember 29, 1950, and Board of Governors of 
the Federal System and the Housing and Home 
Finance Agency, Joint Press Release, January 
11, 1951, Washington, D.C.; The Journal of 
Commerce, New York, N.Y., January 4, 5, and 
16, 1950. 


Obstacles to Canadian Overseas Investment 


An Advisory Committee on Overseas Investment, con- 
sisting of eleven members from the fields of business and 
finance, was appointed in Canada in April 1950 to study 
the obstacles impeding the free flow of investment from 


Canada to overseas countries, and the steps which might 
be taken to eliminate or minimize these obstacles. The 
Committee’s findings, which were published on December 
27, are based upon answers received in reply to a ques- 
tionnaire sent to a list of leading Canadian companies 
with experience in the field of overseas investment. They 
give special attention to the effects of controls exercised 
over capital movements. 

Specific recommendations made by the Committee in- 
clude the following: (1) that the Government explore 
the possibility of concluding agreements with countries 
expressing an interest in attracting Canadian capital; 
(2) that the Income Tax Act be amended to place divi- 
dends received from a foreign venture in which Canadian 
companies own more than 25 per cent of the voting stock 
on a comparable basis, for tax purposes, with the earn- 
ings received from fully controlled foreign investments; 
(3) that “the deliberate announcement of a policy 
aimed at elimination of exchange control, and the im- 
plementation of that policy by successive relaxations as 
rapidly as conditions permit, would . . . be a valuable 
contribution . . . to a revival of foreign investment”; 
(4) that consideration should be given to the possibility 
of increasing Canadian external investment through the 
International Bank for Reconstruction and Development, 
by permitting the public offering in Canada of a bond 
issue of the Bank. In making the Committee’s report 
public, the Minister of Finance emphasized that its views 
were its own, and not necessarily those of the Canadian 
Government. 

Source: Department of Finance, Press Release, Ottawa, 


Canada, December 19, 1950. 


Latin America 


Ecuador’s import Quota System 


Effective January 1, 1951, Ecuador’s quota system 
for imports of wheat flour and wheat has been eliminated 
and their free importation through the regular channels 
established, according to a Central Bank Monetary Board 
communiqué. These were the only remaining import 
quotas in the system. 

The Monetary Board has also authorized the payment, 
in two installments, of the 33 per cent ad valorem tax, 
applicable to permits of Category B imports; 60 per cent 
will be paid at the time the permit is issued, and 40 per 
cent at the time the payment for the merchandise is made. 


Source: El Comercio, Quito, Ecuador, December 14, 
1950. 


Termination of Compensation Trade in Paraguay 


On November 21, 1950 the Monetary Board. of -the 
Bank of Paraguay passed a resolution whereby all author- 
izations to export under compensation arrangements were 


cancelled as of that date. 


(See also this News Survey, 
Vol. III, p. 72.) 


In cases where special authorization to 
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export under a compensation arrangement had been 
granted for an unlimited period, the interested parties 
were required to present their claims to the Monetary 
Board by December 2, 1950. The Monetary Board has 
the responsibility of making an alternative arrangement 
where considerable loss would be incurred by traders in 
“compensable” items affected by the decision to dis- 
continue compensation trade. 

Source: La Tribuna, Asuncién, Paraguay, November 

24, 1950. 


Release of Uruguayan Blocked Sterling 


The British Government announced on December 14 
its decision to release £2.8 million of Uruguay’s sterling 
balance accumulated during the war, which by 1945 had 
reached £16.5 million. The balance had been reduced 
to £1.85 million by previous releases of £2.7 million and 
the Government’s purchase of three British-owned public 
utilities: railroads, £7.15 million; water works, £3.0 
million; and city tramways, £1.8 million. 

To the remaining £1.85 million, £1.0 million was 
added as compensation for the devaluation of September 
1949. The latest release reduces the account to the 
proportions of a working balance. 

Sources: El Pais, Montevideo, Uruguay, December 15, 
1950; Records and Statistics, Supplement to 
The Economist, London, England, December 
23, 1950. 


Other Countries 


New Zealand Import Controls 


Further relaxations of New Zealand’s licensing re- 
strictions cover £60 million worth of goods from soft- 
currency and non-scheduled areas, making a total of more 
than £115 million of goods free from control for the 
1951 licensing period. The basic allocations on other 
important items still requiring licenses have been sub- 
stantially increased to meet price rises or to permit a 
greater volume of goods to enter the country. 

Source: Records and Statistics, Supplement to The Econo- 
mist, London, England, December 30, 1950. 


South African Balance of Payments 


A further increase in South African imports in the third 
quarter of 1950 brought the total for nine months to 
£212 million, compared with £252 million in the cor- 
responding period of 1949. Exports, which also rose, 
were £136 million for the same period, compared with 
£97 million in 1949. The current account deficit in the 
first three quarters was £5 million—a reduction of £110 
million from the 1949 figure. 

On capital account the Union continued to show a 
favorable balance, the net inflow of private capital (in- 
cluding trade credits as well as errors and omissions) 


amounting to £8 million in the third quarter. This, hoy. 
ever, was less than in the two previous quarters of 1950, 
when the private capital inflow was £13 million and 
£17 million, respectively. When the sterling and Swig 
loans and dollar credits received during the first half of 
the year are taken into account, the total net inflow of 
capital for the first nine months was £50 million. After 
settlement of the current account deficit, this enabled 
£19 million to be added to gold reserves and £26 million 
to foreign exchange essets; these totaled, respectively, 
£63.5 million and £84.6 million at the end of September, 
On December 29, South African gold reserves had 
risen to £69.7 million, compared with £45.4 million a 
the end of 1949. In the last two weeks of 1950, large 
transfers of export proceeds from London were mainly 
responsible for an increase of more than £13 million in 
holdings of foreign bills discounted, which brought the 
total to £94.2 million. During 1950 these holdings, 
most of which are sterling bills, rose by £37 million. 
Thus the total of gold and foreign bills discounted in- 
creased from £102.6 million to £163.9 million during 
the year. 
Sources: South African Reserve Bank, Quarterly Bul- 
letin of Statistics, Pretoria, Union of South 
Africa, December 1950; The Financial Times, 
London, England, January 6 and 11, 1951. 


South African Gold Production 


South African gold production in 1950 was 11,659,280 
ounces—only 48,733 ounces less than in 1949. The 
effects of mining lower-grade ore were counteracted to a 
large extent by an increase in the tonnage milled, which 
was made possible by the unusually large native labor 
force available in the first half of the year. The value of 
production in 1950 reached a record of £144.7 million, 
surpassing the £121 million achieved in 1941 and ex- 
ceeding the 1949 figure by about £30 million. Total 
sales at premium prices are expected to add more than 
£1.5 million to the 1950 value. 

Source: The Times, London, England, January 11, 1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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